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Gentlemen : 

W e  have considered your application for recognition of o x ~ r ; ! p t l ~ n  
froso Fadera1 income tcx .under Seekion SO1 (c) ( 4 )  of the Internal 
Revenue Code of  1354.  

Tb.o information subanittea disclose% that yc:~ were inc~rporated 
under the laws of t h e  State of ********  on *************. .?be 
prirmry purpose for which you were fox-med is to prmaoQai protect 
and preszrve the combon interests of 1:esidents and let 0 ~ n . 0 1 ~ .  

Sour activities include pxoviding fox the upkeep of the lakca ,  
beach area, roads, and provide fox a . m w  removal, and trash coll- 
ect ion  fo r  the resi&e.nkst. You are also involved on bahaZf of 
the residents in a lega9 dispute w i t h  the developera. 

Income is from mmbara ,CLfxies and assessments. Csrpenditureu are 
for the act iv i t ies  1 ,L~ked  fbove .  

Members of y s w  ass~ci~a~tioxs. are ei::.hex residents or property 
owners in the communiky known as ************** . Thare are cur- 
ren t ly  ** rnember:~, 

You skate that your comorx.azoas and f a c i l i t i e s  are not open for 
kl~e use an.d enjoyment of the general public. 

Section 501 (c) (4 )  of &he Coda provides for the recog~it ion of 
:exemption of civic  f.eaguas .or organizations not organized for 
profit but operated excEusively for the promotion of social 
welfare. 

Section 1.501 (c) ( 4 )  -~,(a,)32). (1) of  the f ncone TIPS. Regulations 
provides that an osgani9nti;ol;. is operated exc.2~u3lvsly for the 
promotion of social weff~re ,if ,it is primasfly engaged in pro- 
moting in some way the cpmon good and general welfare of the 
people of the community.. 2a orgaliizatlan emb;p:aced within this 
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secsion is one which i ~ s .  operate8 for Lye purpose of bringing 
&out civic  betternents an2 social improve:%nts- 

Rsvenue Zuling 69-260, p ~ b l i s h e d  i.n Internal 2evcnue Cw!zulativc 
~ulletin 1969-1, pagL 152 holds  that a nonprofik corporation 
lLorned for the puqmse of providing speciEied services for the 
honeowners in a housirlg dcvelopneilt is not exm.pt as a 501- (c) { 4 )  
zocial welfare orqanizetiol:. A. parchaser of a unit in t11c 
hoasing development PIAS xequired to become ii mc~?ber. The organi- 
zation was supported z n t i r e l y  by annual dues charged membars. It 
was determined tila?. the ~rganization was per forz ing  zcrvicee Lhat 
its neders i -~ould  oxher~.aiac have to provide for the:!rcclvsz and 
that tho organizatior,  ??as operated pr ims r i l y  for  the privatc Sene- 
Zit of newhers, 

%oveccc i?uling 72-102, 1572-1 C.Zr, pas= 149, z t ~ t c s  ttet z non- 
profit orya~iza t ioxi  fomed,ta pxe~erve thc a;>pr;sracce 0 2  a houuiny 
devcl@pmsrit and to maintain strects, sidewalko and CGIPIIIO~ a x c m  
f o r  use GE the resiZcnts is exclapt under S e c t i o n  E;Ol(c) (4) o f  t he  
Code. ;-ie.iiiexshi2 is required of all owcers ot real prvperlzy in 
t h e  development and assessrnonts r;rc ;Levied to support tfle organi- 
zat ion ' e . act iv i t ies .  It; v7ae l~elc? that  &;7 anzintainirig the proper ty  
normally xaintained by a 1~~11nicipal ciwernrc~ent, the orgsnizations 
ssrved the cOritr.Gn g ~ c d  and qeneral weifare of trhs people of thc 
c ~ l a x w i i t y .  

Kevanuc R u i i r i g  74-33,  1974-L C.B. , .page 131, r;;.o:?.if iad Xevcnuc 
Rulia.lg 72-102 by stating guidclirrer; under vhich a h ~ ~ e ~ ; , a s r s  n s s o c i -  
ation could qualify for exemption under section S O 1  Xc) (4) of the 
Codc. These guidelines are: 

1. The ortrganization GIZS% z ~ z t ' 2  a "cormxnFty" f-J'nich bears a 
rt-lasomble , recogr~izable .relationship ko an srea crsi- 
n a r i l y  i d e n t i f i e d  as ,a governme~tal wit; 
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2. It mus'c noi: co-n,ducl; activities directed to the extcrior 
nai~tanancc of srivate residences; snd 

3. Tho coririlon areas or f ,acil i t ies m i s t  be for the uzc and 
3x1 jo1~1ent of the general public, 

T h i s  ruling states kllat a com?t~~a i ty ,  w i t h i n  t h e  zeanincj of Sec- 
tion 501(c) ( 4 )  of the Code and the regulations,. ". . . is no t  
aiicqly an aggregation of homeowners hound "Lqet l ler  ir, a s t ruc- ,  
tured u n i t  for~ad as an in teqra l  part of a p l a n  for the Gcvelop- 
~ e n t  of a rcal ssl=a.te subdivision and the sale and pilrc5ase of 
hones therein. " 
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Eteve~iue Ruling 74-99 r.ta.i;~s that Revenue Rilli'c:_~'j 72-1.02 ". .. was 
intended only t o  approve ownership and l c a in t ena r~ce  by a kc:@- 
o-mers ' association of such areas ss Yr~ac':iays and par%lmda, 
sidewalks and s'crlaet l i gh t s ,  access to, or *the: use and er,jo-pent 
of which is extcr.Eed to members of t he  gener.31 pibiic ,  2 s  2Fz- 
tinguished froa controlled u s e  or access restricted to the GEE- 
bsrs OL the homoowners' asoociation..." 

Your eoxuraon arcas are n o t  open t o  the g@neral  public. Your In- 
-~olvcr.lent in the .c'cispute also-serves the private interest5 of 
your members, ra tkor  than. t h e  public. 

Thorafz,re, you do not  qualify for  exe~i?;>tioc frm Sederai ir.cocz 
tax as an organizat.ior- described in:Section 561 6c) (4) oz' the 
CcrGe. 

i j r r t ik  you have ests5lisheS ar, exerr,$ s ta tus ,  you are r1.9L reliev~e 
of L l c ?  requiremeats lor filing Federal iaco~e:-tz--:.returns. 

Your attention is calleu. to Section 5 2 8  of tho In t c rnz l  Zevsr-uc 
Code which was addee by the Tax Reform Act o: 1976. %is sect ion 
provides that, in cer ta in  circu:nst=ancea, a t!fn.w~>~ners * ~ s s o c h t i o n  
nay elect not to hc taxed on its " ~ x s m p t  fuz?:. ti.. .. 8:.:;3;~-3" which 
includes ~~elubarship ducs, fees or assessnents Zrom okmsrs cE r m l  
propcxky. The election is nc2e by Pi l inc;  Form L120H, if you 
determine that your organization qualifies under Section 528. 

If you do not accept our findings, we recommend that  ycril x e q e s t  
a conference with a rilemfser of our Regiond O f f  ice of hzp2als. 
Y o u r  r eques t  for a conference shou ld  include z written ap2eal 
giving the facts, lzv?, and an-- other information to s u ~ ~ o r t  your 
p o s i t i o n  ac explained in the enclosed Publication E92. Poc w i l l  
t h e n  be contacted to a r r r a n . p :  a date for a conference. Tr:e con- 
ference nay bc held at tile kcgional Office or, if yvc t ~ ~ u e s t ,  a t  
any mutually convenient  District office. If we do nzk hczx fro3 
you w i t h i n  30  days of the date of t h i s  let ter ,  t h i ~  d.etamilnation 
w i l l  beco~e f i n a l .  

****** ** ****  
D i s t r i c t  Director 


